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ABSTRACT
As millennials grow older and begin their careers in the workforce, saving for retirement
begins to become an important part of spending. This paper analyzes a variety of factors and
challenges that impact an individual’s retirement savings. This thesis ultimately looks to
determine whether the driving force for the general inadequacy of retirement savings is
student loan debt, financial decision making, or both. Through both research and survey
responses, this thesis will also look at whether a public policy that removes a certain
percentage of student loan repayment obligations will have any impact on the amount that
young workers are saving for retirement based on their financial decisions. Initially, it was
believed that student loan debt and retirement savings would be directly negatively correlated.
However, after analyzing survey results and conducting research, it is clear student loans and
retirement savings are indirectly correlated, with the intermediate variable of financial
decisions. The result is segmented thinking regarding finances, instead of an allocation of
funds, where income would be delegated to multiple places at the same time. Overarching all
these variables is a lack of financial literacy, driving all of these decisions that have the
potential to lead to crisis. Finally, the effectiveness of a public policy depends on deliberate
purpose for student loan forgiveness. If the intention is to boost retirement savings, the policy
will not fulfill its purpose. However, it will relieve financial pressure from many of those new
to the workforce, working with a base salary. It also will allow for more financial freedom
instead of constant spending to pay for student loans.
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INTRODUCTION
Social security was never meant to be a full retirement plan, but with the retirement of baby
boomers, the likelihood that young workers today will receive any social security is
decreasing. At the same time, workers from the millennial and generation Z generations face
large obstacles to achieving significant retirement funds of their own. New factors such as the
rising amounts of student loan debt and a shift in delaying financial decisions such as owning
a home and having children prohibit young workers from beginning to save early. The
combination of these two factors can be detrimental to the retirement planning of two
generations if not handled correctly. The potential for a public policy change from lawmakers
could potentially help shift money to be saved for retirement, but these new funds may be
allocated elsewhere, leaving young workers without healthy retirement funds. By determining
the driving force of why millennials are not adequately saving for retirement, public policy
can be analyzed with the lens of how the forgiveness of student loan debt will impact
retirement savings in the young workforce. Identifying and weighting the different factors that
prohibit millennials from adequately saving for retirement will allow for effective measures to
be put into place. All of these factors are considered throughout this project with the ultimate
goal of determining the reasoning behind millennials’ struggle to save, and the best measures
to go about remedying the situation.

HYPOTHESIS AND RESEARCH QUESTIONS
It is believed that student loans and retirement savings will be directly negatively correlated.
If an individual has a large amount of student loans, they will have less in their retirement
savings fund. In addition, financial decisions will have an independent relationship with
retirement funds. If an individual waits longer to buy a house, get married, and have children,
they are more likely to wait longer to save for retirement. Finally, it is hypothesized that
public policy relieving student loans will aid in fixing the retirement crisis. Although the
funds may not initially go into retirement, it will create a sense of financial stability, which
will lead to different spending habits.
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Throughout this project there were five research questions that were analyzed. The current
framework and status of mechanisms to prepare financially for retirement was analyzed. This
thesis also looks to determine the relationship between student loans, financial decisions, and
retirement funds. The history of student loans is also examined as well as its impact and
potential solutions, as well as how financial decisions have changed across generations.
Finally, the effectiveness of a public policy relieving student loan debt is analyzed.

LITERATURE REVIEW
There are many different factors that affect retirement savings. Social security may not be
available to those currently entering the workforce, even as supplemental income. Student
loans are historically high, resulting in a greater risk of default. Both of these things impact
the ability for millennials to save for retirement. In addition, the traditional way of life has
been constantly changing, and financial decisions that were being made at ages 22-24 in the
1970s are being made at ages 28-30 today. Pushing back life decisions such as purchasing a
house or having children will make it more difficult to save for retirement if individuals have
not already started. In addition, housing prices are also on the rise, taking up a larger
percentage of salary. All these different factors contribute to the pending retirement crisis.
Identifying and analyzing these factors separately and their relationships with each other will
help us to understand the problem and find an adequate solution.
Social Security and Retirement
Social Security is composed of five main different programs: old age insurance, Medicare,
Supplemental Security Income, unemployment, and Medicaid. For the purpose of this thesis,
the focus will be old age insurance, and the potential retirement income an individual can
receive (“Social Security.”) However, social security is suffering, and projections indicate
that, without structural changes, there may not be sufficient revenue for millennials to receive
full benefits when they retire. This is due to the increase in the baby boomers that are retired
combined with the shrinking work force (Crooks). This reality creates a retirement savings
crisis. If there is no money coming from the government, then retirement savings will solely
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be up to the savings capabilities of the individual and how they choose to allocate their
income throughout their lifetime.
A large amount of the money being put into Social Security will not be seen by those
currently contributing to it. Since Social Security is a system that is funded continuously for
immediate use, the decreasing number of workers per retiree will decrease the funds. In
addition, the ratio of number workers per retiree has decreased from 16.5 in 1950, to 2.8 as of
2013(“Social Security History”). This shift has resulted in retirees being supported by fewer
workers, and Social Security becoming increasingly less stable. This raises the need for early
personal retirement savings in order to have sufficient funds. However, millennials are taking
longer to pay off their student loans, which are much larger than previous generations. This
prohibits them from saving. In addition, the financial decisions millennials are making
focuses their income on things other than retirement. When combining these issues, it creates
a potential crisis for all millennials, whether they are conscious of saving or not. Social
security will most likely not be there to fall back on and the ability for millennials to save is
being hindered by their loans and their priorities for spending their money.
In addition to the shrinkage in workforce, there has been a recent shift in the types of
retirement benefits that companies offer their employees. In the past, retirement benefits
included a Defined Benefit Plan. These plans laid out exactly what the employee would be
saving for retirement, including the exact monthly payments received. This allowed for the
individual to have very little responsibility in saving for retirement, and they did not need to
have extensive knowledge on retirement. However, within the last 30 years, there has been a
shift to Defined Contribution plans by employers. These plans only guarantee the contribution
made by the employee, in addition to any company match that is offered, once it is vested.
Defined contribution plans shift the responsibility of saving for retirement onto the employee
and off the employer, increasing the need for more financial literacy among individuals
(Schrager).
Student Loan Debt
The price of attending college has been increasing rapidly over the past two decades, but
financial aid levels have remained stagnant (Dillon). Students are becoming more responsible
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for paying their own tuition since the raise in tuition rates is not accompanied by a raise in aid
or wages. As a result, privatized loans are becoming more popular. These privatized loans
have much higher interest rates than the government issued loans, which indirectly increases
the actual amount that will have to be paid for an individual to attend college (Friedman).
Therefore, with the increasing amount of money that is owed, it will take individuals longer to
pay back their student loans. This prohibits younger people in the work force from saving for
retirement and can postpone large purchases such as houses (Chen X). Households without
any student loans on average have twice as much in overall retirement savings than
households that are still paying back student loans (Elliott III). The amount of debt millennials
have from schooling makes saving for retirement something for the distant future. Recently,
although it is still rising, the rate of increase in the cost of a college education has slowed
down. However, in the last 30 years, tuition has more than tripled for American students. This
is even after inflation is accounted for. Not only has tuition more than tripled, but wage levels
have not increased anywhere near as much (“Trends in College Pricing 2019”). This has led
to students taking on more loans, which accumulate interest and continue to add onto the
burden. The gap between high-income and low-income families has also continued to widen,
making it more difficult for lower income families to have children in college, and have those
children pay off their student loans. There is a strong disconnect between wage increases and
tuition increases that causes a large problem when young adults are trying to balance paying
off their student loans with buying a house and starting a family, as well as trying to begin to
save for retirement (Xu).
Financial Decision Making
In addition to student loans pushing back large financial purchases, millennials have different
priorities when it comes to financial decision making. Millennials are staying at home longer
and delaying purchasing a home until later in life (Chen X). They feel the need to stay at
home and pay off their education, which delays other major purchases that will hinder their
ability to save for retirement later. The average age at which millennial couples start families
has also been pushed back. This allows for both partners to have more time to take in income
before spending a large piece of it on children (Larson). However, having children later
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transitions into having children that depend on you later in life. This will also hurt retirement
savings and even prohibit people from retiring at their desired age in general. A lack of
financial literacy also increases the amount of poor financial decision making. The increase of
online learning makes it easy for individuals to search for videos on how to invest or make
their financial decisions. When this is combined with advertisements or different “fads”, it
becomes difficult to find proper instructional videos that can teach the skill the individual is
looking for. This creates a potential for a lack or misconception of financial literacy in this
online age. If the wrong information is received when trying to learn online, the individual
can make poor financial decisions and lose or misuse money that could have been making
money elsewhere (Carlin).
Correlation Between Student Loan Debt and Financial Decision Making
An important piece of this project that cannot be ignored is the fact that student loans directly
impact millennials’ financial decision making. It is fair to say that both student loans and
financial decision making have a strong impact on retirement savings. However, those two
variables are not independent of one another. The increase in student loans pushes back large
financial decisions such as having children or buying a house. In addition, there are other
factors that are driving the delay in housing purchases such as increased access to credit (Xu).
It is important to recognize this correlation that student loans have both direct and indirect
effects on retirement savings.

SURVEY
Methodology and Overview
The survey conducted for this thesis targeted individuals ranging from ages 18 to 30. All
participants were put in to one of two subgroups: college or the workforce. This allowed for
survey questions to be tailored more towards the experiences the participant is currently
facing and allowed the results to show how college students think versus what actually is
likely to happen or change once they become part of the workforce. The survey questions
revolved around the following four categories: demographics, student loans, retirement, and
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financial decisions as a whole. The complete list of survey questions can be found in
Appendix A.
The results of this survey contain 71 observations. The breakdown between the two subgroups
is 88.7% current college students and 11.3% current workforce individuals. Most of the
responses are from current college students, allowing for a deeper analysis of financial
literacy of the upcoming workforce and their thought process. The workforce responses aids
in analyzing how these priorities change once individuals take on more responsibility and are
forced to take action. Out of the total 71 responses, 63.3% were female and the remaining
36.7% were male. The age groups of the participants were as follows: 85.9% are between 1821, 12.7% are between 22-25 and 1.4% are 26-30. The following sections include key
statistics from the three remaining categories, and more can be found in Appendix B. It is
important to note that the main purpose of the workforce subsection is to identify potential
shifts in thought from college to the workforce.
Student Loans Key Statistics
The following results are based on the responses of the college student subgroup:
•

When asked about the level of responsibility they had with their student loan
repayment 14.4% said they had full responsibility of their loans, 50.7% had partial
responsibility of their loans, and 34.9% had no responsibility of their loans.

•

33.3% of college students had loans ranging from $0 to $10,000, 28.6% of these
students had $10,000 to $30,000 of student loans, 20.6% had $30,000 to $60,000,
12.7% had $60,000 to $100,000 worth of loans, and 4.8% had over $100,000 of loans.

•

Those students who had lower amounts of student loans were more likely to have full
responsibility of their loans, where students with higher loans were more likely to
receive help from parents.

•

When participants were asked their feelings about paying back their student loans
9.5% are in no rush to pay back, 23.8% said it is their main priority, 44.4% are aiming
to do it as quickly as possible, and the remainder fall into a middle ground of
importance.
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•

49% of current college students stated that their student loans are the most important
thing for them to finance.

•

52.4% of college students were aiming to pay back all of their student loans between
ages 20-25 and another 34.9% want to have their loans paid back between the ages 2530.

Figure 1: Ranking of Student Loan Repayment Importance (1=least important, 5=most important)

The following results are based off the workforce subgroup:
•

Only 12.5% of young workers have finished paying off their student loans.

•

50% of young workers pay rent and do not live at home.

•

25% of young workers stated student loans are the most important thing for them
finance.

•

37.5% of young workers are planning to pay back all their student loans between the
ages of 20-25, 50% plan on paying back all loans between the ages of 25-30, and the
remaining plan on paying their loans back between ages 40-50.

•

62.5% continue to make student loans a priority and are aiming to pay them back
quickly.

Retirement Key Statistics
College Students:
•

15.9% of college students do not know what social security is and 17.5% are planning
on depending on social security as their main source of retirement income.

•

66.66% of current college students are relying on private funds to make up most or all
their future retirement funds.
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•

65% would like to start saving for retirement soon, while the remaining 35% are not
considering it in the near future.

•

Of this 65% looking to start soon, 10% do not know what social security is and 14.6%
are relying on social security as their main source of retirement funds.

•

Only 9.8% of those looking to start soon understand multiple types of retirement
plans.

•

85.4% of those looking to save soon aim to begin savings between the ages of 20-25.

Figure 2: Private Funding VS Social Security Dependence for Retirement

Workforce:
•

62.5% of workers surveyed have a retirement plan through their employer, 12.5%
have a private fund, and the remaining 25% have not begun saving.

•

100% of those surveyed in the workforce are aiming to begin saving for retirement
between the ages of 20-25

•

12.5 % of young workers do not know what social security is, 25 % are depending on
it as their main source of retirement income.

•

12.5% of workers surveyed understand multiple types of retirement plans, and 25% do
not know where to begin.

•

25% of workers state that their student loans are prohibiting them from saving for
retirement.

Financial Decision Key Statistics
Two main questions were asked regarding financial decisions and public policy regarding
student loan forgiveness. The first question asked the participant what they would do if they
were given $20,000 tomorrow. The second question gave the scenario where the participant
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was spending $500 per month on student loan repayment, and it was then forgiven by the
government. They were then asked what they would do with this “extra” money they had each
month.
College Students:
•

65.8% of current college students would put the $20,000 into a regular savings
account, 25.4% would pay off student loans, 6.3% would put it into a retirement
account.

•

68.3% of college students would keep the extra $500 per month in regular savings,
17.5% would put into retirement.

•

Of the 25.4% of students that answered student loans in the first question, 6.3% s
answered retirement for question two, and 75% switched their answer to savings. The
other 18% would spend it on other bills or a large purchase.

•

The 11.2% retirement growth from question one to question two came almost entirely
from savings.

•

3% of current college students already have begun saving for retirement.

Figure 3: $20,000 Lump Sum Spending

Figure 4: $500 Monthly Student Loan Forgiveness Spending
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Workforce:
•

50% of workers surveyed would put the $20,000 into a regular savings account, 37.5%
would pay off student loans, 12.5% would put it into a retirement account.

•

37.5% of workers would keep the extra $500 per month in regular savings, 25% would
put into retirement.

•

Of the 38 % of workers that would use the $20,000 to pay off their student loans, 33%
would make a large purchase, 33% would put it into retirement, and 33% would put it
into general savings.

Takeaways
•

Despite prior research, a majority of millennials would put money given to them or
forgiven into savings.

•

College students believe student loans are the most important thing they will have to
finance.

•

Many participants revealed a segmented approach to their finances, rather than an
allocation of funds where they would be able to pay back loans and save
simultaneously revealing a lack of financial literacy.

The results of this survey suggest that student loans are at the front of the mind of many
college students, while retirement seems like something they know they should do, but do not
have much knowledge on. Research prior to this survey suggested that parents are not helping
their children with student loans, however, only 14.4% of survey participants said they had
full responsibility of their loans. In addition to this 14.4%, another 50.7% is taking
responsibility for at least some of their loans as well. These loans continue to be a priority in
the minds of current college students, with the vast majority ranking them very important and
prioritizing their repayment in the first few years in the workforce.
It was expected that these student loans would impact participants’ feelings on retirement
planning and impact their willingness to start saving early. The results of this survey did not
suggest that this connection was true. Although the sources of funds still may not be there to
properly save due to student loans, which could not be predicted from this survey, many
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college students are still ranking retirement savings as an important financial decision in their
early years of working. The concerning results from this survey are not millennials opinions
on the importance of retirement saving, as much of the research stated, but the lack of
knowledge about retirement savings that current college students have. Although these
students are still young and have time to figure out a retirement plan once they join the
workforce, a significant amount of college students do not have basic knowledge regarding
saving for retirement. For example, 15.9% of college students do not know what social
security is, and an additional 17.5% of students are planning on it being the main source of
their retirement income. Not understanding some foundations of retirement structure can be
detrimental when starting to save. The feeling of security in a system that was not designed to
be a full source of income can allow individuals to become complacent in their savings. Many
students who have an idea that retirement savings are necessary at a young age can use the
appropriate boost of picking a retirement plan with their benefits package, which can easily
put them on the right track. These students without a basic understanding are in danger of
falling through the cracks of developing a retirement fund. These students make up more than
1/3 of college students surveyed.
The two scenario questions within the survey provided some surprising results compared to
the research regarding millennial spending habits. First, there was an overwhelming majority
of individuals who selected savings as the place they would use the money, regardless of
whether it was a lump sum payment or student loan forgiveness. This mindset of saving goes
against the popular opinion that millennials spend their money quickly and often times on
whims. There are many possible reasons that someone would put this money into savings.
During the COVID pandemic, student loan interest rates have been currently reduced to zero,
so there is no harm in letting the loans sit for the current time being. Many college students
also have very little savings, and this money could be viewed as the way they get on their feet.
In addition, in the second scenario question that was asked, there was a 11.4% increase in
saving for retirement. This increase was expected to be directly from student loans, since this
question was based on student loan debt being relieved. However, this was not the case. The
majority of this increase came from individuals that answered savings for the first scenario
question. Almost all students that answered student loans from scenario question 1 answered
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savings in scenario question 2. This suggests an indirect relationship between student loans
and retirement, with financial decisions acting as an intermediate variable that connects the
two. Before young students and workers can truly consider saving for retirement, they are
looking to become financially independent. As for the students who switched from savings to
retirement funds, the type of payment received may have influenced their switch. A lump sum
payment is more likely to be placed into savings, where monthly payments being made can
become monthly contributions to a different kind of spending. This is the believed cause of
the jump in retirement savings.

RESEARCH QUESTIONS
1. What is the current framework and status of mechanisms to prepare financially for
retirement?
The two main sectors for retirement savings are Social Security and private funding. Social
security is a five-piece system, with one of those pieces being income for retirement. These
social security payments have always been designed to be supplemental payments, used as an
addition to private funding/ personal retirement savings. These smaller payments are designed
to help those who are retired continue to live the same lifestyle as they were working, in
addition to adequate additional funds. The idea of social security is to pay into while working,
to receive the benefits once retired. Currently, the baby boomer generation is retiring and
drawing off of these funds. However, there are not enough funds circulating in social security
in order to sufficiently pay the baby boomer’s social security. In other words, the funding that
is currently being paid into social security by today’s workforce is being taken right out by the
baby boomers. Therefore, it is highly unlikely that millennials and other young workers will
receive social security, even just as supplemental income once they retire. This government
framework for retirement savings is failing, and individual funding is becoming more
important than ever.
There are many different ways to begin to privately save for retirement, including a match
program from employers as well as personal savings accounts such as Roth IRAs. Based on
survey results, company match programs are overwhelmingly the most popular form of saving
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for retirement for young adults ages 18-30, In these programs, employees dictate a certain
percentage of their salary that will be taken out pretax and put into a retirement fund. The
company incentivizes this by offering to match all, half, or a portion of this amount and put it
into their fund. There is also a “vesting period”, where the money the company puts in cannot
be taken out by the employee if they leave the company for a certain amount of time.
However, all individual contributions are automatically 100% vested, as it is part of the paid
salary of the employee. Once this money is pulled from the account when the individual
retires, it is taxed since it was taken out before taxes. Roth IRAs are set up differently than
these typical company programs. They are often used when it is believed that taxes at the time
of retirement will be higher than the current taxes. Therefore, when investing money into the
account, it is taxed first. All deductions from the account will then be tax free. These accounts
are dependent on regular contributions of cash, not assets or securities.
Each of these different types of savings accounts need to be managed and invested, so that the
money continues to grow behind the scenes. Without investing the money, it still will
accumulate interest, however, it will also be stagnant and subject to inflation. Therefore, it is
vital that these savings are invested in order to allow them to grow. The level of riskiness,
however, is up to the saver. With higher risk can come higher reward, but it also means that
the majority of the portfolio is at risk of being lost. Riskier investments are easier to recoup
from at a younger age, but the closer to retirement, the more important that it is to ensure that
funds are present.
2. What is the relationship between student loans, financial decisions, and retirement
funds?
For the purpose of this project, it is assumed that retirement funds act as the independent
variable in the equation. The main question asks how financial decisions and student loans
can impact the level of sufficiency individuals save for retirement. Originally, it was
hypothesized that both student loans and financial decisions such as buying a house or car had
separate, but direct impacts on retirement savings. Both research and the survey results
suggest that this is not the case. Student loans and financial decisions are not independent
from each other, and their correlation creates a chain-like effect on the retirement funds of
individuals. The general idea is that when an individual graduates from college, they begin
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working. This new member of the workforce is living at home, in order to pay back the
student loan debt that accumulated throughout college, including the rising tuition rates as
well as interest rates. They spend considerable time and money during this process, which
delays the individual from buying a home, having children, etc. It is important to note that this
is not the only reason for delaying big purchases and other life choices but does play a factor
in many situations. As a result, retirement funding continues to be pushed back, as other large
purchases and loans seem to come one after another. Retirement gets pushed to the bottom of
the priorities, and although many people are saving through their company’s plan, it often
times is not enough.
Survey results suggest this same conclusion. The results of the two scenario questions are
direct examples of this indirect relationship. 25.4% of college students said they would put
$20,000 towards their student loans. When told their student loans would be wiped away,
75% of this group would put their money they were planning on using to pay back their loans
into savings. Although saving money is a safe decision, it again pushes retirement savings to
the back of mind. The next step, logically, for these individuals, is to get on their feet and
have financial security. 65.8% of college students would put the $20,000 given to them
directly into savings, which also suggests the importance of financial security and stability.
This domino effect all begins with student loans and the pressure to pay them back quickly to
avoid paying them back throughout their career. There is a clear relationship between student
loans and retirement funds, it is just not a direct one.
3. How have student loans changed historically, what is the impact, and what are some
potential solutions?
Over the past 30 years, tuition and fees totals have drastically increased at all different types
of universities. At public 2-year universities, their prices rose from $1,810 to $3,770. Public
four-year universities saw an increase from $3,800 to $10,560. Finally, at a private four-year
university, the price rose from $18,560 to $37,650 ("Trends In College Pricing and Student
Aid 2020”). Undergraduate students received an average of $4,090in financial aid for the
2019-20 academic year. Graduate students received an average of $17,470 in aid for the same
academic year. In 2020, the average debt for bachelor’s degree recipients that took out loans
was $28,000. Default rates on student loans have declined from 2009 to 2017 from 13.9% to
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9.1%. Institutional grants account for about half of all aid for undergraduate students. State
grant aid also rose by 27% since 2012. However, over the past 10 years, federal loans fell by
38% for undergraduate students. Currently, 55% of those with student loan debt owe less than
$20,000.
Some partial solutions to the problem of rising student loan debt and interest rates include
partial or whole student loan forgiveness, a continued interest rate pause even after the
pandemic ends, better controlled interest rates, and controlled tuition rates. There have been
recent instances where forgiving student loan debt is at the front of political conversations.
This decision would certainly aid in relieving individuals of crippling student loan debt and
allow others to begin purchasing large items such as houses or be able to get married or have
children. It is more realistic to believe that if a policy like this were to pass, there would be
limitations on who gets the relief and the amount. This would limit the effectiveness of the
bill. A lower maximum interest rate would aid in allowing individuals to put off paying back
their student loan debt. If their debt is not accumulating rapidly, they will be more likely to set
up a more manageable payment plan, allowing them to finance other things. Even if the
interest rate remains at 0% for an extended amount of time after graduation, this allows recent
graduates to get on their feet financially after graduation instead of paying off a large piece of
their student loans right away. Finally, controlling tuition rates will relieve the burden at its
source. If student do not need to take out such large loans, the loans they do have will be more
manageable once they graduate.
4. How do millennials’ financial decision behaviors differ from previous generations?
Typically, older generations have labeled millennials spending habits as “worrying”. The
most recent example of this is the March 2021 round of stimulus checks. Many advisors are
supporting the decisions to pay off every-day expense or debt with the stimulus but are
concerned about how young adults (ages 18-30) will spend their stimulus checks due to the
glaring lack of financial literacy within the age group (CNBC ARTICLE). This example only
serves as a group of relatively small decisions. It is important to look at spending behaviors of
millennials (ages 18-30) compared to older generations.
Traditionally, after college, young adults move out of their childhood home and begin their
independent lives. However, rapid increases in student loans have millennials
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“boomeranging” or returning home after their college years in order to attempt to begin
chipping away at their student loans. On average, the price of college has increased annually
by 5% from the 2001-02 school year through 2012-13 school year. This is 2 to 3 percent
higher than the overall rate of inflation (“Trends in College Pricing 2019”) On average, an
undergraduate college student took a loan of $4,090 for the 2019-20 academic school year. A
graduate student took, on average, $17,470(“Trends in Student Aid 2020”). These numbers
have a large variance and look different to many individuals. Before the pandemic, interest
rates for direct subsidized loans and direct unsubsidized loans were 2.75% for undergraduate
borrowers and 4.30% for graduate borrowers. These high interest rates give a strong incentive
for early payoff of student loans. Therefore, with the costs of tuition rising almost 3% higher
than inflation, as well as high interest rates on loans, millennials are more likely to move back
home to pay off student loans after college.
In addition, millennials are also delaying marriage and children. In 1990, the average age that
women got married was 23 and it was 26 for men. Today, the average age that women get
married is 27 and it is 29 for men (Haneman). Life expectancy has changed since then, as well
as the role of women in society and the workforce. In addition, cohabitation has become
increasingly popular among millennials. Social and religious standards have changed
drastically since 1968, and the traditional order of getting married, owning a home, and
having children is becoming much more fluid. Therefore, delaying these future costs in order
to travel or save is becoming more common.
Finally, the role of woman has changed from when baby boomers and even gen X generations
were in college. Working moms as well as women in the workforce have become increasingly
popular, and women in executive positions more common. The phrase that a woman can
“have it all” is a dream that many young women aspire to. With more women focused on their
career and building their success in the workplace, this also delays couples getting married,
having children, etc. Many women are looking to establish themselves in the workforce
before having a family.
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5. Based on the combination of student loans and the new mindset in financial decision
making, would a public policy to eliminate a portion of student loans benefit
millennial retirement savings?
It is important to note that the discussion is not whether or not public policy should eliminate
student loans, but what should be the expected results when doing so. There are many reasons
to consider eliminating some or all student loan debt. The government may be attempting to
relieve the burden of these loans and the high interest rates they carry, it may be an attempt to
promote spending, or it may be an attempt to relieve the current retirement crisis. It is well
known by many with student loans that being told they are forgiven of this debt will relieve
this burden and allow the money that was going into paying these loans to be spent elsewhere.
It would benefit many to be able to start saving earlier for houses, cars, kids, etc. However,
based on prior research as well as survey results, that is what is likely to happen if loans are
forgiven. Almost 70% of current college students would create a substantial savings fund with
the money they were saving. They would not go out and make a large purchase, and likely
would not put it away into retirement savings. Therefore, if the purpose of this public policy
were to increase spending, it likely would not go as planned. That is not to say that as time
goes along, young people would not begin to have the financial freedom to begin moving out
and living independently sooner, resulting in an increase of income in the housing market, as
well as furniture, utilities, services, and all of the other expenses that come with living alone.
The positive impact on the economy would be felt, but not directly or immediately, which
may be what was needed due to the COVID pandemic and current downturn in the economy.
In addition, its impact on retirement funding would be felt the same way. Although there
would not be an immediate large increase in retirement funds for a large group of young
people, a public policy relieving a portion of student loan debt would indirectly impact when
individuals begin substantially saving for retirement. Essentially, it would allow young
workers to move out and begin their life sooner than if they were forced to live at home to pay
off student loans. This would allow them to make certain decisions, such as buying a house,
getting married, and having children sooner. Their financial decision would no longer be the
driving cause of what is holding them back. This would allow them to be able to begin
thinking about retirement sooner. However, finances are not the only reason behind many
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millennials choosing to own their own home, get married, or have children later. Even if they
continue to keep these life decisions further in the future, they will still be more financially
stable in the long run.

ALLOCATION VS SEGMENTATION
Throughout both the research as well as the survey analysis, it could be seen that millennials’
preferred “boxed” financing. This includes many lump sum payments towards one specific
goal or purchase. An example of this segmented way of financing is when a recent college
graduate moves home to pay off their student loans. Once their loans are repaid, they do not
have the money to move out of the house and become financially independent. This also
hinders the amount an individual can adequately save for retirement. Since they are focused
on the expenses that they have now, retirement is pushed to the back of the list. If an
allocation of funds were used instead of a segmented way of thinking, money could flow into
different categories at the same time. This is a more proactive way of financing, allowing
progress to be made constantly.

FINAL CONCLUSIONS
Initially, it was believed that student loans were directly impacting and hindering young
adults’ ability to save for retirement. However, after the survey was conducted and analyzed,
as well as additional research, the two variables are not directly correlated. Instead, they are
connected by an intermediate variable, financial decisions. There is no “switch” when an
individual finishes paying off student loans that signals them to begin thinking about
retirement. Instead, they naturally move onto the next phase in their life, becoming
independent and creating a family of their own. After they become financially independent
and stable, they then begin to consider saving for retirement. This is where a potential crisis
occurs if too much time passes and there is no longer ample time to save adequately for
retirement.
In addition to these relationships between variables, there is a new factor that overarches all
others and connects to student loans, financial decisions, and retirement both indirectly and
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directly. Financial literacy is the largest contributor to the retirement crisis. Without properly
educating young people, they will not have the ability to make smart decisions once they have
the income to begin their independent lives. Spending, loans, and large purchases do not have
to be in a certain order, they can be simultaneous and there can still be money left over if
managed properly. The retirement crisis can be aided indirectly by public policy forgiving
student loan debt, but that alone will not come close to fixing the real issue. College students
and young workers lack the knowledge to make proper financial decisions. High schools
should be providing life skills classes that focus on real life decisions and giving perspective
about life after college. A different potential option is first year intro classes that consider a
life skills approach to prepare for decisions that have to be made in the “real world”. Many of
those new to the workforce stare at benefit packages, not knowing what the right thing is to
choose and why, relying on their parents to decide what is best for them instead of being
educated to make these decisions on their own. With a stronger finance education, there can
be a better understanding of how to allocate funds at a young age to provide for the future.
Survey results show an overwhelming willingness to save and be responsible with money, but
underneath that is the confusion of where to put the money to make the best decisions.

APPENDICES
Appendix A – Survey Questions
1. Age
a. 18-21
b. 22-25
c. 26-30
2. Gender
a. Male
b. Female
c. Other
d. Prefer not to say
3. Are you currently in college?
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a. Yes
b. No
The survey is split depending on whether the participant has graduated from college or not.
Those who have graduated from college and are in the workforce will be prompted towards
questions that are slightly different and have different phrasing than those who are currently
in college.
In college:
1. Type of University attending
a. Private
b. Public
c. Community
d. Other (please specify)
2.

Are you married?
a. Yes
b. No

3. Do you have any children?
a. No
b. Yes, 1 child
c. Yes, 2 children
d. Yes, 3 children
e. More than 3 children
4. Do you have a mortgage or pay rent?
a. Yes, I have a mortgage
b. Yes, I pay rent or lease
c. No
5. The highest degree you are aspiring to achieve
a. Associate
b. Bachelor
c. Master
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d. Doctoral
e. Other (please specify)
6. Major/Intended Field
a. Business
b. Healthcare
c. Education
d. Engineering
e. Other(specify)
7. Total student loans expected after graduation
a. 0-10,000
b. 10,000-30,000
c. 30,000-60,000
d. 60,000-100,000
e. Over 100,000
8. Are your parents assisting you with your college education costs?
a. Yes, they are paying for all my education
b. Yes, they are paying for part of my education
c. No, I am responsible for my own student loans entirely
9. On a scale of 1-5, how important is paying off your student loans? (1 being not
important at all, 5 being the most important thing to finance)
a. 1
b. 2
c. 3
d. 4
e. 5
10. Which of the following statements best describes your feelings on student loan
repayment?
a. I am in no rush to pay back my student loans
b. I will set up a payment plan to pay back my student loans
c. I will pay back my student loans whenever I can
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d. I want to try and pay back my loans quickly
e. I am making paying back my student loans my main priority once I graduate
11. At what age are you planning on finishing paying back your student loans?
a. 20-25
b. 25-30
c. 30-40
d. 40-50
e. 50+
12. Have you begun to think about when you want to start saving for retirement?
a. Yes, I want to start saving soon
b. Yes, but that is not for some time
c. No, it is too far away for me to consider
13. At what age do you think you will begin to save for retirement?
a. 20-25
b. 25-30
c. 30-40
d. 40-50
e. 50+
14. On a scale of 1-5, how important is saving for retirement in your first 5 years of
working? (1 being not important at all, 5 being the most important thing to finance)
a. 1
b. 2
c. 3
d. 4
e. 5
15. Are you planning on receiving social security benefits upon retirement?
a. Yes, social security will be my main source of retirement income
b. Yes, but private funds will be my main source of income
c. No, private funds are my focus for my retirement income
d. No, I do not know what social security is
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16. How would you describe your knowledge on planning for retirement?
a. I understand multiple retirement plan options very well
b. I have a general idea about retirement plans
c. I am aware multiple retirement plans exist but would not know where to start
when selecting one
d. I have no idea how to plan for retirement
17. Which statement best describes your feelings on retirement savings?
a. It is important that I start early
b. In a few years, I will be able to start saving
c. I have more important things I need to spend my money on right now
d. I am too young to start saving for retirement when I graduate from college
e. I have plenty of time to save
18. Consider the following scenario: Tomorrow, the government gives you a check for
$20,000. How would you spend this money?
a. I would put it into savings
b. I would pay my student loans
c. I would put it into my retirement fund
d. I would pay rent/mortgage or other bills
e. I would make a large purchase (car, apartment, etc.)
19. Now consider this scenario: You have graduated college and are paying $500 a month
towards your student loans. A new law comes out that relieves you of these monthly
payments, and you are “forgiven” of your student loans. How would you spend the
money you gain back from this law?
a. I would put it into savings
b. I would pay rent/mortgage or other bills
c. I would make a large purchase (car, apartment, etc.)
d. I would put it into a retirement fund
e. Other (please specify)
20. Rank the following categories in terms of their financial importance to you.
a. Mortgage/Rent/Car Loans
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b. Savings
c. Student Loans
d. Retirement
e. Other Bills
21. Any additional comments:
Graduated from college:
1. Type of University attended
a. Private
b. Public
c. Community
d. Other (please specify)
2. Are you married?
a. Yes
b. No
3. Do you have any children?
a. No
b. Yes, 1 child
c. Yes, 2 children
d. Yes, 3 children
e. More than 3 children
4. Do you have a mortgage or pay rent?
a. Yes, I have a mortgage
b. Yes, I pay rent or lease
c. No
5. The highest degree you have or will achieve
a. Associate
b. Bachelor
c. Master
d. Doctoral
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e. Other (please specify)
6. Your Major or current field of work
a. Business
b. Healthcare
c. Education
d. Engineering
e. Other(specify)
7. Total student loans after graduation
a. 0-10,000
b. 10,000-30,000
c. 30,000-60,000
d. 60,000-100,000
e. Over 100,000
8. Total student loans to date
a. I have finished paying off my student loans
b. Less than 10,000
c. 10,000-30,000
d. 30,000-60,000
e. 60,000-100,000
f. Over 100,000
9. Did your parents assist you with your college education costs?
a. Yes, they are paying for all my education
b. Yes, they are paying for part of my education
c. No, I am responsible for my own student loans entirely.
10. On a scale of 1-5, how important is paying off your student loans? (1 being not
important at all, 5 being the most important thing to finance)
a. 1
b. 2
c. 3
d. 4
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e. 5
11. At what age are you planning on finishing paying back your student loans?
a. 20-25
b. 25-30
c. 30-40
d. 40-50
e. 50+
12. Which statement best describes how you feel about your student loan repayment?
a. I am in no rush to pay back my student loans
b. I have set up a payment plan to pay back my student loans
c. I will pay back my student loans whenever I can
d. I want to try and pay back my loans quickly
e. I am making paying back my student loans my main priority
13. Have you started to save for retirement?
a. Yes, I currently have a retirement fund through my employer
b. Yes, I have a private retirement fund
c. No, but I plan on starting soon
d. No, but I have plenty of time to start saving
e. It is too far away for me to consider
14. At what age do you think you will begin to save for retirement?
a. 20-25
b. 25-30
c. 30-40
d. 40-50
e. 50+
15. What prohibits or hinders you from saving for retirement?
a. I do not feel it is important right now
b. I have other bills I need to pay (mortgage, lease, car payments, etc.)
c. My student loans
d. Nothing, I am saving for retirement
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16. Are you planning on receiving social security benefits upon retirement?
a. Yes, social security will be my main source of retirement income
b. Yes, but private funds will be my main source of income
c. No, private funds are my focus for my retirement income
d. No, I do not know what social security is
17. How would you describe your knowledge on planning for retirement?
a. I understand multiple retirement plan options very well
b. I have a general idea about retirement plans
c. I am aware multiple retirement plans exist but would not know where to start
when selecting one
d. I have no idea how to plan for retirement
18. On a scale of 1-5, how important is saving for retirement? (1 being not important at
all, 5 being the most important thing to finance)
a. 1
b. 2
c. 3
d. 4
e. 5
19. Which statement best describes your feelings on retirement savings?
a. It is important that I start early
b. In a few years I will be able to start saving
c. I have more important things I need to spend my money on right now
d. I am too young to start saving for retirement
e. I have plenty of time to save
20. Consider the following scenario: Tomorrow, the government gives you a check for
$20,000. How would you spend this money?
a. I would put it into savings
b. I would pay my student loans
c. I would put it into my retirement fund
d. I would pay rent/mortgage or other bills
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e. I would make a large purchase (car, apartment, etc.)
21. Now consider this scenario: You are paying $500 a month towards your student loans.
A new law comes out that relieves you of these monthly payments, and you are
“forgiven” of your student loans. How would you spend the money you gain back
from this law?
a. I would put it into savings
b. I would pay rent/mortgage or other bills
c. I would make a large purchase (car, apartment, etc.)
d. I would put it into a retirement fund
e. Other (please specify)
22. Rank the following categories in terms of their financial importance to you.
a. Mortgage/Rent/Car Loans
b. Savings
c. Student Loans
d. Retirement
e. Other Bills
23. Any additional comments:
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Appendix B – Key Survey Results
College Subgroup:
Which of the following statements best describes your feelings on
student loan repayment?

Percent

I am in no rush to pay back my student loans

9.52%

I am making paying back my student loans my main priority once I
graduate

23.81%

I want to try and pay back my student loans quickly

44.44%

I will pay back my student loans whenever I can
I will set up a payment plan to pay back my student loans

Are your parents assisting you with your college education costs?

6.35%
15.87%

Percent

No, I am responsible for my own student loans entirely

14.29%

Yes, they are paying for all of my education

34.92%

Yes, they are paying for part of my education

50.79%

How would you describe your knowledge on retirement planning?

Percent

I am aware multiple retirement plans exist, but would not know
where to start when selecting one

39.68%

I have a general idea about retirement plans

33.33%

I have no idea how to plan for retirement

20.63%

I understand multiple kinds of retirement plans very well

6.35%

Consider the following scenario: Tomorrow, the government gives
you a check for $20,000. How would you spend this money?
I would make a large purchase (car, apartment, etc.)
I would pay my student loans

Percent
3.17%
25.40%

I would put it into my retirement fund

6.35%
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I would put it into savings

65.08%

Now consider this scenario: You have graduated college and are
paying $500 a month towards your student loans. A new law
comes out that relieves you of these monthly payments, and you
are "forgiven" of your student loans. How would you spend the
money you gain back from this law? - Selected Choice

Percent

I would make a large purchase (car, apartment, etc.)

3.17%

I would pay rent/mortgage or other bills

9.52%

I would put it into a retirement fund

17.46%

I would put it into savings

68.25%

Other (please specify)

1.59%

Are you planning on receiving social security benefits upon
retirement?

Percent

No, I do not know what social security is

15.87%

No, private funds are my focus for my retirement income

9.52%

Yes, but private funds will be my main source of income

57.14%

Yes, social security will be my main source of retirement income

17.46%

On a scale of 1-5, how important is paying off your student loans?
(1 being not important at all, 5 being the most important thing to
finance)

Percent

1

9.52%

2

4.76%

3

12.70%

4

23.81%

5

49.21%
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Total student loans expected after graduation

Percent

$0 - $10,000

33.33%

$10,000 - $30,000

28.57%

$30,000 - $60,000

20.63%

$60,000 - $100,000

12.70%

Over $100,000

4.76%

Workforce:
Which of the following statements best describes your
feelings on student loan repayment?

Percent

I am in no rush to pay back my student loans

12.50%

I am making paying back my student loans my main
priority once I graduate

25.00%

I want to try and pay back my student loans quickly

12.50%

I will pay back my student loans whenever I can

37.50%

I will set up a payment plan to pay back my student loans

12.50%

Are your parents assisting you with your college education
costs?

Percent

No, I am responsible for my own student loans entirely

25.00%

Yes, they are paying for all of my education

25.00%

Yes, they are paying for part of my education

50.00%

How would you describe your knowledge on retirement
planning?

Percent

- 32 -

Millennial’s Retirement Struggle: The Combination of Student Loans and Financial
Decision Making
Honors Thesis for Rebecca Michaud
I am aware multiple retirement plans exist, but would not
know where to start when selecting one

25.00%

I have a general idea about retirement plans

62.50%

I have no idea how to plan for retirement

0.00%

I understand multiple kinds of retirement plans very well

12.50%

Consider the following scenario: Tomorrow, the
government gives you a check for $20,000. How would
you spend this money?

Percent

I would make a large purchase(car, apartment, etc.)

0.00%

I would pay my student loans

37.50%

I would put it into my retirement fund

12.50%

I would put it into savings

50.00%

Now consider this scenario: You have graduated college
and are paying $500 a month towards your student loans. A
new law comes out that relieves you of these monthly
payments, and you are "forgiven" of your student loans.
How would you spend the money you gain back from this
law? - Selected Choice

Percent

I would make a large purchase (car, apartment, etc.)

12.50%

I would pay rent/mortgage or other bills

25.00%

I would put it into a retirement fund

25.00%

I would put it into savings

37.50%

Other (please specify)

0.00%

Are you planning on receiving social security benefits upon
retirement?

Percent
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No, I do not know what social security is

12.50%

No, private funds are my focus for my retirement income

25.00%

Yes, but private funds will be my main source of income

37.50%

Yes, social security will be my main source of retirement
income

25.00%

On a scale of 1-5, how important is paying off your student
loans? (1 being not important at all, 5 being the most
important thing to finance)

Percent

1

25.00%

2

0.00%

3

25.00%

4

25.00%

5

25.00%

Total student loans expected after graduation

Percent

$0 - $10,000

25.00%

$10,000 - $30,000

25.00%

$30,000 - $60,000

25.00%

$60,000 - $100,000

25.00%

Over $100,000

0.00%
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Appendix C – Student Loan Graphs

t]
From “Trends in College Pricing 2019”.

From “Trends in Student Aid 2020”.

- 35 -

Millennial’s Retirement Struggle: The Combination of Student Loans and Financial
Decision Making
Honors Thesis for Rebecca Michaud
REFERENCES
Akers, Beth, and Matthew M. Chingos. Is a student loan crisis on the horizon?. Brown Center
on Education Policy at the Brookings Institution, 2014.
Carlin, Bruce I., et al. “Millennial-Style Learning: Search Intensity, Decision Making, and
Information Sharing.” Management Science, vol. 64, no. 7, July 2018, pp. 3313–3330.
EBSCOhost, doi:10.1287/mnsc.2016.2689.
Chen X., Lauff, E., Arbeit, C.A., Henke, R., Skomsvold, P., and Hufford, J. (2017). Early
Millennials: The Sophomore Class of 2002 a Decade Later (NCES 2017-437). U.S.
Department of Education. Washington, DC: National Center for Education Statistics.
Retrieved [date] from http://nces.ed.gov/pubsearch/.
Crooks, Donald, Cathyann Tully, and Grant Ludgar. "Social Maturity: The Intersection of
Millennials and Baby Boomers." Proceedings of the Northeast Business & Economics
Association (2018).
Dillon, Erin, and Kevin Carey. "Drowning in debt: The emerging student loan crisis."
American Institutes for Research(2009).
Elliott III, William. "Student debt and declining retirement savings." Center for Social
Development (2013).
Friedman, Zack. "Student loan debt statistics in 2018: A $1.5 trillion crisis." Forbes: New
York, NY, USA (2018).
Haneman, Victoria J. (2017) "Marriage, Millennials, and Massive Student Loan Debt,"
Concordia Law,Review: Vol. 2 : No. 1 , Article 6.
Kilgour, John G. "The 401(K) Student Loan Repayment Benefit Program". Compensation &
Benefits Review, vol 50, no. 4, 2018, pp. 173-180. SAGE Publications,
doi:10.1177/0886368718822249.

- 36 -

Millennial’s Retirement Struggle: The Combination of Student Loans and Financial
Decision Making
Honors Thesis for Rebecca Michaud
Larson, Lindsay R.L. et al. "A Multi-Method Exploration Of The Relationship Between
Knowledge And Risk: The Impact On Millennials’ Retirement Investment Decisions".
Journal Of Marketing Theory And Practice, vol 24, no. 1, 2015, pp. 72-90. Informa
UK Limited, doi:10.1080/10696679.2016.1089765.
Roberts, Adrienne, and Susanne Soederberg. "Politicizing Debt And Denaturalizing The
‘New Normal’". Critical Sociology, vol 40, no. 5, 2014, pp. 657-668. SAGE
Publications, doi:10.1177/0896920514528820. Accessed 8 Apr 2020.
Schrager, Allison. "The decline of defined benefit plans and job tenure." Journal of Pension
Economics & Finance 8.3 (2009): 259.
Scott-Clayton, Judith. "The Looming Student Loan Default Crisis Is Worse than We Thought.
Evidence Speaks Reports, Vol 2, # 34." Center on Children and Families at Brookings
(2018).
“Social Security.” Funk & Wagnalls New World Encyclopedia, Jan. 2018, p. 1; EBSCOhost,
search.ebscohost.com/login.aspx?direct=true&db=funk&AN=so139000&site=ehostlive.
"Social Security History". Social Security, 2013, https://www.ssa.gov/history/ratios.html.
Accessed 20 Apr 2021.
"Trends In College Pricing 2019". College Board, 2019, Accessed 8 Apr 2020.
"Trends In College Pricing and Student Aid 2020". College Board, 2020, Accessed 14 Mar
2021.
Xu, Yilan, et al. “Homeownership among Millennials: The Deferred American Dream?”
Family and Consumer Sciences Research Journal, vol. 44, no. 2, Dec. 2015, pp. 201–
212. EBSCOhost, doi:10.1111/fcsr.12136

- 37 -

